The performance of the banks depends on some bank-specific factors. This paper set out to investigate the influence of asset management, operational efficiency and expense management on the financial performance of five commercial banks in Bangladesh for the period of 2011-2015. Descriptive statistics, correlation, and regression techniques were applied to find out the ultimate results. The empirical study suggested that operational efficiency had a positive effect on the dependent variables return on asset (ROA), and return on equity (ROE), but expense management was negatively related to the both indicators. On the other hand, asset management was positively related to ROA but negatively related to ROE. In addition, the regression results summed up that the changes in the performance of commercial banks could explain by bank-specific factors selected for the study.
INTRODUCTION
Performance of the banks is the indicator of financial soundness of the economy. If the banks of a country have a positive return and the growth of performance is consisting, then it can be said that the country is developing in economic aspects. In the paper, the concerning elements are assets, Operating income, operating expenses, net interest income, ROA, and ROE. The study shows that operational efficiency, asset management, and expense management are sufficient to explain the changes in the profit indicators of the banks.
Objective of the Study
This study intends to identify the effect of operating income and expenses on the total asset as well as the operational efficiency of commercial banks in Bangladesh. Rose and Hudgins (2005) stated that earlier the managers of the banking industry particularly focused on the tool of asset management that is they put more importance on the selection and control of the asset. Shah and Jan (2014) conducted a study on Pakistani private banks with the purpose to analyze the financial performance of the banks. The most powerful tool for the study was correlation and regression analysis. Returns on asset and interest income were the dependent variables whereas size of the bank, asset management and operational efficiency considered as independent variables. By analyzing top ten private commercial banks the researchers found that asset management had a positive impact on ROA but operational efficiency and bank size were negatively related with ROA. Karim and Alam (2013) investigated five private commercial banks in Bangladesh in order to measure the performance of selected banks for the period 2008-2012. The regression results of the study claimed that size of the bank, credit risk, operational efficiency and asset management had a significant effect on the performance of the commercial banks in Bangladesh. Asian Business Review • Volume 7 •Number 3/2017 Ayadi and Ellouze (2015) studied on the performance of the banks in Tunisia during 2003-2012. In their study return on asset was the dependent variable whereas quality of asset, capitalization, net interest income, non-interest income, size of the banks, inflation, ownership structure, and revolution were the independent variables. The results of the study revealed that asset quality, traditional activities, nontraditional activities and inflation had no effect on the performance of Tunisian banks. On the other hand capitalization had a positive impact on the ROA of the banks. Samad (2015) examined the impact of bank specific and macroeconomic factors on the profitability of 42 commercial banks in Bangladesh. The findings of the study stated that liquidity risk, credit risk, operational efficiency and capital efficiency had a significant influence on profitability but bank size, economic growth and inflation had no such effect on the profitability of the banks in Bangladesh over the period 2009-2011. Alkhatib and Harsheh (2012) conducted a study on the financial performance of the banks in Palestine over the period of 2005-2010.the performance indicator of the study were return on asset, Tobin's Q model and economic value added. They used correlation and regression analysis as statistical tools to conclude. Their findings from the study concluded that bank size, credit risk, operational efficiency, and asset management had a significant impact on the financial performance of the five selected commercial banks listed on Palestine Securities Exchange (PEX).
LITERATURE REVIEWS
Onuonga S. M. (2014) analyzed the profitability of the commercial banks in Kenya on the basis of internal factors. His study suggested that capital strength, ownership, bank size and operational expenses had a significant effect on the profitability of the banks.
Uddin and Bristy (2014) studied on five private commercial banks in Bangladesh to find out the growth pattern and trend line of employees, branches, deposits, loans, profit after tax and earnings per share. This study revealed that the growth and trend of the variables were constantly growing and that indicated private banking private banking can be very promising in Bangladesh.
RESEARCH METHODOLOGY AND DESIGN
To conduct the study the researchers select five commercial banks of Bangladesh which are AB Bank Limited, Dhaka Bank Limited, Eastern Bank Limited, Mercantile Bank Limited and Premier Bank Limited. Financial data was collected from the annual reports of these banks for the period of 2011-2015. Ratio analysis, descriptive statistics (mean, median, minimum, maximum, and standard deviation), correlation, and regression analysis were the main statistical tools of these study. The regression analysis constitutes two models -model 1 and model 2. The regression equations for both models are as follows:
Model 1:
Model 2: 
RESULTS AND ANALYSIS
Ratio analysis (OITA, NIIOE, OETA, ROA and ROE) for the five selected commercial banks during 2011-2015 is presented in table 1. There was a negative correlation between OETA and NIIOE. At the same time OITA had a positive relation with NIIOE and OETA. This indicates that the independent variables (asset management, operational efficiency and expense management) could explain the changes in the dependent variable ROA by 64%. For model 2 there was a R 2 of 50% and it indicates that the independent variables of the study were able to explain the changes in dependent variable ROE. So, the null hypotheses for both models were rejected.
CONCLUSION
The financial performance of the banks is a consequence of some internal and external factors. This study attempts to find out the effects of some internal factors those have significant influence on banks performance. Using secondary data from the financial statements of the five selected commercial banks the researchers preceded the study. The correlation results indicated that asset management (OITA) positively affect the ROA but have negative influence on ROE. The results also showed the evidence that operational efficiency (NIIOE) had a positive effect but expense management (OETA) had a negative effect on the performance indicator of the study. The regression test provides the information that the independent variables (OITA, NIIOE and OETA) could explain the changes in ROA by 64% and ROE by 50%.
